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o INTRODUCTION AND SUMMARY

The New York Public Service Commission staff's “Draft Prefiling Statemant™ of
March 17, 1998 first limiting, then terminating the availability of the unbundled network
clement pletform (“UNE-Platform or “UNE-P*} (see chart, March 17, 1998 draft p.10), if
put intp effect in anything clase to its current form, will ekiminate the hope and promise
of the Telecommunications Act for broadscale price and quality competition for
residentia] and small business consumers. The staff’s proposal suffers fom auonerous
defects, which we discuss briefly below.

* Iu Section [ below, we demonstraic that the staff’s proposal it basad on
fundamcnta) fallacies sbout the cxiemt and availsbility of facilitics-based
competition. The facts upon which wc rely are set forth a5 wcll in greater detail in
the Affdavit of LCI’s Dircctor of Local Network Plarming, Timothy J. Burke,
Exhibit A bereto.

e In Sectiom 1l below, we reifcrats our concerns aboul any possible role of the
Department of Justice in pre-apmoving & Bell company application which has not
yct been filed before the PCC, or commented upou by mterestod parties. Our
concoin is that the DOJ's views on ao RBOC's Section 271 application are
accorded “substantia! weigh(™ uuder the statute. In LCI's view, this pute the DOJS
in the role of a judge, not s party negotiating 2 consent docree.

¢ In Section II below, we sct forth & fow of the most obvious logal deficiencics of
this proposal. [t is defactive on itc face Sections 251(c)(3), 251(c)(4), 251(c){6),
252(48)(1). and 202 of the Talecoramunications Act.

* In Section IV below, we sct forth the most obvious paragraphs which are no maore
than vague amd uncaforcosbls “promises o perform.” Again, in LCI’s view, the
staff proposal is an open invitstion to furthor litigation and uncertainty.

e Finally, in Sectior V below, based on the facts sct forth here, wo rcuow our
request that the Commission hold genuine cvidentiary hearings on the staff’s
important new proposal first to drastically limit, and then to terminste, the UNE-
Platform.



L THE STAYI®S FPROPOSAL 1S BASED ON FUNDAMENTAL
FALLACIES ABOUT THE EXTENT AND AVAILABILITY
OF FACILITIES-BASED COMPETITION

The saff’s proposal apparontly sssumes that full facilitics-based competition = available
throughout New York City for business eustomers, and will shortly be available for residential
and small business customers throughout the state. Nothing could be furthcr from the truth. See
generully, Burke Allidavit attached hereto as Ex. A.

First: Competitive Local Exchange Carriers (“CLECS™) today do mot serve the
mﬁumvmm'sbmmmmmmmmotmym City’s
residential custemers, and there is no reasoa fo axpect this to chaoge in the Axture.

» Of the 76 end offices in New York City, thers is collocation by CLECs in only 15 end
offices. Over 1.5 million businsss lines (56%) and 2 million residential lincs (75%) in
New York City are served ont of end ofices where there is oo collocation by axy CLEC.
(Burke Aff, Ex. A, 14)

¢ In Manhattan, where CLEC coverage is the broadest, there is collocation only in ten (out
of 24) cad offices. All cod offices in Manhattan with collocarion are south of 59* Street
and in high-cnd busincss districts or high-incomec residential areas. There are over
500,000 busincss lincs (33%) and 200,000 residential Lines (33%) in Manhuttan end
offices whexe there is no collocation at all. Most CLECs are concentrated in a handful of
end offices in New. York City (15) and have virtually no mctwork presence outside
downtown Manhattan. (Burke Aff,, Ex. A, { §)

¢ The presence af a CLEC in 8 given cnd office only mesns that all customers sexved out of
the end officc could potentially be served by the CLEC. Most CLECs do not have
adoguatc capecity to sorve a large market share of all customers in the end offices where
they are collocated. (Burke AFE, Ex. A, q B)

Given their highly limited coverage of end offices in New York City, CLEC networks simply do

pot reach a sigmificant pordon of LCI's.

Socend: Economically and techaically, BA-NY's Extended Lisk offering is met an
mwmw&m«&mudmumum,
services to small businesses snd residemttal customers.

e The Extended Link setvice imposcs comsiderable charges for tamsport from the end
officc sarving the unbundled loop to either 3 CLEC’s hub end office (where it is
collocated) or its switch location. A CLEC could profisably provide local service using
Extended Link only % customers who geacratc montbly revenues in excess of $100 per
bine. This eliminates the vast majority of small busincsscs and virtuslly all residential
customners. (Burke AfE, Bx. A, 1 11-12)
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e With average (distance-inscnsitive) pricing, only high-revenue customers could be
profitably scrved by Extended Link. Small businesses and resijeniial customers wiil
enjoy little choice w the local market. With dc-averaged (distance-scnsitive) pricing,. As
with the collocation-bascd facilitics stmtegy, 8 CLEC will find that the business casc for
the provision of local services with Extended Link is justified only in arcas with a high
deasity of high-usage customers within a rcasonablc distance of its hub (collocation site).
Small businesses imd residential customers will remaiu unscrved by CLECs. (Hurke AfT.,
Ex. A.113) :

» The Extended Link product severcly compromises the quality of kerviee that a CLEC can
peovide, placing the CLEC at a compelitive disadvautage. This extension could decrease
the quality of the origual voice signal, increase the provisioning and aclivation interval,
and increage the risk of service outage: Isalating the source of trouble when 2 linc is down
will coquire & highly complex, time-consuming, and caprusive sectionahization and
testing process. It is unreasonable and unwise to ymposc such complexity on customers
reliant on the CLECs dial tone for 911 emcrgency calls. (Burke AT, Ex. A, 115)

Third: Rellance on facilitics=based CLECs as 2 Carriers’ Carrier is not a viable
option for praviding lncal scrvices to either bosiness or residential customers.

¢ The mnst matge CLECs (MFS agd TCG) have been acquived by Intcrexchange carriers
(“IXCs™) (WorldCom and AT&T) with internal nceds far excocding the capacity of cither
MFS* or TCG's local nctworks.  Strategically, an {XC has minimal motivation W scrvec a
competing IXC with a local product. Extreme undarcapacity charagterizes CLEC local
nctworks which are scaros resources commanding huge premiums when sold. Given the
expense and time required to build local networks, this will remain the case for the
foresecable future. (Butke Aff Ex. A, §15)

= No CLEC has yct to offer a wholesale price sufficient for LCI (or any other reseller) to
maintain profitable margina. (Burke AL, Ex. A, {21)

» Given the limitcd coverage of even the most mature CLECs, LCI would have to reseil
both CLEC and BA-NY services in every market 10 reach ite cugtomer base, since, as in
the casc of LATA 132, 60% of LCI's long-fistance customers cannot be reached through
CLEC resale. (Burke Aff, Ex. A, 113)

e The myonty of facihiics-based CLECs do not offer switch patitioning or other
unbundied network elements  Omly the most cash-starved CLECs have been willing to
discuss with L.C! the sharing of coflocation facilities and switch partitioning. (Burke AfL,
Ex. A 124)

With limited coverage, insufbuient discounts, :md conflicts of interest between CLEC retad! and

wholesale operations, CLEC's are unlikely to provie a viabk method to deliver local services on

a wholegale baais.



Fourtk: The expente and time required to baild s loeal wurcline network means that

existiag CLECs are oalikely (o expand their oetworks agd 8ew CLECs are anlikely to
build networks to serve most small-business and residentisl customers in the foreseesble

futmre,

The provision of facilities-based competitive local (elephony sexvicos requires more than
purchasing and activating a local switch. The capital expendilurcs associaicd with the
purchase and activation of a loca) awitch are lcsa than twenty percent (20%) of the total
upfrant capita! expenditures required (o build 2 local astwark. (Burke Aff., Ex. A, 128)

A collocation-based facilities strategy makes business sansc only if service is provided
from end offices with a largc mmmber ol potential customers marked by high usage. In
othar words, such a strategy is economically scosible only in end officea that are located
in commercial districts with 2 significant number of large- and medium-sized businesses.
A CLEC could ahternatively lease BA-NY bansport to connect 8 customer's building to
the ils switch. A signilicant quantity of customcr lincs and usage, howcver, is required to
justify thhc service delivery method. (Rurkc AL, Ex. A, §35)

Thus, facilitics-based delivery of Jocal services is financially scnsiblc only in highly dense

commercial distriete. LCT has encountered sumerpus problems that have delayed irs ability to

develop and implement an app-to-app EDI interface with BA-NY.

Fifth: The ecounomics of Jocsl wirelne metworks is imhercatly differcot

from those of long distance aud local wireless natworks.

Long-distance carriers caly necd to pick-up or drop-afY their traffic to s limtied number
of tandem locstions (afler just one) to scrve ull customers in thc entire LATA. To
provide local service 10 all customers in a LATA, including small businesses and
residemtial customers, a facilitics-buyed CLEC must coliocats in every end office within
the LATA, build fibcr to every building, or obtain line-of-sight microwave to cvery
customer premisa. (Burke AL, Ex. A, 94 37)

Long-disance networks arc marked by significant sconomnics of scals (decliming average
costs) and utilizc capital resources very cfficiently. The transport and switching capacity
of a long-distance network is designed to minimizc idic timc because of the inherently
shared parure of these resonrces. Each additional minutc on a long-distance network
sigmficantly reduces the per-unit cost of providing long-diatance service. (Burke Aff., Ex.
A 139

not present with long-distance nctworks m addition to considerable upfront fixed cosis.
Each additional line on 2 CLEC’s network requires at leust $100 in additional capital
expenditure associatnd with ine cards citber in the digital loop camrizr or the switch that
convert analog signals to digital. (Burkc Aff., Ex. A, § 40)



High mcmnmtnl eapital ensts (asgociated with each new linc), acutc bottlenccks (such as public
and pnvaxc rights-ot-way), and a high share of axsets that cannot be shared by multiplc customers
(dedicated Joop) differentiate Jocal wirehne networks from long-dutance and local wirciess

networks. These distnguishing features make highly unlikely the proliferation of local wircline
networks anytiroc in the foresceable future.

Sixth: As 2 company with a large share of small-busivess aud resldential customers,
LCI needs an sconomically viablc Unbundied Network Elemest Platform (“UNE-P™) to
provide local services 1o the majority of its customers in the staie of New York

s  Over half of LCI's commercial customers in the statc of New York gencrate less than
fitty doliars (350) iu manthly revenues. Roughly 66% of LCI's residential customers in
the state of New York generte lcss than twenty-five dollars ($25) in monthly revenucs.
Using & CLEC as a carriers” carier is nut a feasible option to scrve of these customers.
(Budke Aff,, Ex. A, §42)

e Tha minimum requirements for an cconomically viahle UNE-P arc. unbumdied network
elemcnts must be set ¢ TELRIC rate, non-recukring charges must be at true cost, the
carricr employing the IINE-P must be allowed to charge for access, gluc charges should
be negligible (if any) , no collocation should be reguired, and there must be true common
sharcd UANSPOf capability. (Burke A, Ex_ A, §44)

= An UNE-P that mests the abuve requirements will permit LCI to sesve its representative
small business and residentie! customers profilably. Net income then would be roughly
four percent (4%) for a typical business customer amd ope percemt (1%) for a
representalive residential customer. Under the proposal put farth by BA-NY and the
Public Service Cammistion of New Yark (“PSC™), net incomc would be minus five
percent (-5%) for the average of business customer and minus eleven percent (-11%) for
the typical residential customer. (Burke Aff, Ex. A, § 45)

The UNE-P recommended by the PSC virtually precludes LCI from providing a competitive
local services option to the majornity of its busincss customets snd vinually all of its residential
cusiomers,

Seventh: The limited UNE-Platform with a susset proposed in the stafi’s proposal is
uslikely to be utilized by LCI (or other carriers its sizc or smaller), because of the expense
of developmest costs.

* LCI's development of resaic OSS intertaces bas been cxtremely costly and time-
consuming. For cxamplc, LCT has been working with BA-NY since May 1997 to design,
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develop, test and implement BA-NY's resale EDI ordcring interface.  During these ten
months, BA-NY has changed the version of its EDI intecface four times.  Ser Strombotne

Aff, Ex.B.

e While LCI is hopeful that some of the sigmficant problems that it has eocvuntgred with
BA-NY's resale OSS will be remedied, the process of developing and impicmenting an
app-o-app EDI imterface for the UNE Platform will unquestionably rcprescat a
signaficant dcvelopment effort for LCI. (s4¢ Strombotne A, Ex. B at § 3)

» Significant development cffots would be required to design, develop and implement the
OSS interfaces for the UNE-Platfunin with BA-NY, (see Sirombonie Aff., Bx. B at 9 5)

For thesc rcasons, LCT belicves thal it is unlikety that carners its size or smaller will be
able to undertake the development costs to utilize the UNE-Platform for the ime and goographic
markets coataincd in the sta(Y pruposal. See Strombotne Aff, Ex. Bat 1 5.

II. THE DOI'S ROLE IN FORMULATING OR INFLUENCING

THE NEW YORK COMMISSION'S POLICIES SROULD BE
PUBLIC AND ON THE RECORD.

It sppcars fiom the face of the Commuission's “Draft Prefiling Statemert™ that the
Department of Justice (“DOJ™) has played some role in devclopment of fhc prnciples of the
Masch 17, 1998 “Draft Prcfiling Starerocar™ This is & further ransan that the New York Public
Service Commission needs ta open its process to dovelop a recnd with a hearing in which all
interested partics may participate. Specifically, the Commission should ask the DOJ, if in fact it
wishes o influence or participate i the course of the New Yark Commission’s decision at this
slage, o put its views on the record publicly as a participant in an opea process, so that those
views ean be responded to by all interested partics. This is patticularly important because the
DOJ’s vicws are to be given “substmntial weight™ by the FCC, and an open process at the New
York Commission is esseatial t a fair cvaluation by the FCC of the DOJ's vicws to it when a

Section 271 application is filed

TML LEGAL DEFICIENCIES APPARENT IN THE STAFF'S PROPOSAL
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Manifold and scrious legal problems are evideat from the brief review of the staf's
proposal allowed in the time and page limits imposed by the Comvoission.

Under the staff proposal, [at p.9,] Bell Atlantic would commit only to providing “the
complete UNE-Platfarm 1o CLECs for service to residential and business POTS customess,” as
set forth in the chart coumnined nﬁlo of the staff proposal. The chart indicates that both
commitments would sunset in three (0 five years, and would not apply at all for service to
busincss customers o New York City. Serious legal issucs are raised by this proposed
“commitment:"

¢ The exclusion of any commmitment to provide combimatioos of unbundied network
elements or the UNE platiorm for service (o all buainess customers in New York City
mmuﬂemmbdnmwmmofmzsuc)ﬂ)
Mnmm&mumtmwpmphmdmmhmmm
soction 251(c)(3). ,

. mlmmnotﬁsmumtbmhmmmlyfmmmm
mmmewmmmﬁl(chMmm
access to netwark elements for the provision of any tefeconvmumications scrvice, not just
POTS. The Eighth Circnt has agreed that “the FCO's determination that a competing
mawmmmhqmwwdemmma&mthghm
mcunbert LEC*s imbundied netwark elemcuts is ie...” Opimson, Jowa Utilities
Board et alv. FCC, et al, No. 96-3321, Coust of for the Eighth Circuit (filed
July 18, 1997), page 143. Scc also comument on page [}, paragraph 3, below.

- msuwofhwmdmwmhmmwwuuwmwom

section 251(cX3) of the Commmnicstions Act, whd!nqmns that an incumhent jocsl

exchange carrier [in this cese Bell Atlagtic] providc non-discriminatory acccss to

unbundied network elements at aay technically fousibile point. The statute contains no
sunsct on this requiraoent.

* The geograpbic cxclusion of New York (3ty appears on its face to violste section 202 of
the Commumications Act, which statcy that “it shall be ualawful for any common
carvier... fo subject any particular person, class of pessons, or locality t© any undue or
mmmmw”(ﬂlﬂmm 1t sccms plain that denying
all husinegs customers in New York City the opportunity for competitive local cxchangs
sexvice provided by combinations of wabundled clements or the UNE platform to amall
businecsscs in other parts of the State of New York violates this statutory requirement.

1



The staff proposal further states [at p.11, ¥ 1] that “charges for existing [UNT] plativans
will be :-n;ljuned over a three year period to cguate the plagurm price with the resale price.”
(emphasis added). 1n addition, the proposal statcs that after the sunsct of the corabinatians and
UNE platform has occurred, new corapetitors will be able 1 get the UNLE platform at the resalc
price for “the longer of two years or whenever the area is decamed substantially competitive.™
Again, lepal deficiencies appear on the face of these proposed provisions:

= Soction 252(d)(1) of the Cummunications Act states clearly that prices for unbundled
ustwork elements obtained under section 251(c)(3) of that Act shall be non-
discriminatory and based on cust. Scotion 252(d)(3) of the Commumcatians Act provides

that the price of rcsale services obtainod undey) section 251(c)4) of that Act shall be 2

wholesale rals detarmined by subtracting avoidad costy from the retail mte. By changing

the cost of the unbundled getwork clement platform to the resale rate, the staff proposal
explicitly violates the plain requircments of the statuts.

* The stall proposa! also violates the clear statutory requirements in sections 251(c)(3) and
252(d)(1) of the Commmunications Act that the raics for unbundled network clements must
be non-discnminatory. As proposcd, 2 new compelitor entering the market ane year after
the sunset of the UNE platform rogquirement would immediutely pay the full resale rate,
while a competitor that enterod before the mmset would havc a differeat rate for two more
yvears due to the proposed rransition &om cast-based rates to the resalc ratc.

The staf( propusal goes on w say [at p.11, §2] that “In New Yok City, where the [UNE]
platform is not availablc for buxmess customers, Bell Atlantic-NY commits to provide terms for
collocation which are more favorable than those provided in other areas™ (cmphasis adided).
This proposed commitmoat on its face would clearly violatc the nonediscrimination reguirements
of scctions 251(c)(3), 251(c)X6).and 202(a) of the Telsomrmmications Act.

Finally, the staff proposal singles out [at p.11, 1 3] combinations that include a specific
vabundied network clement, namely the combination of a company’s link with a company’s port,
for a different pricing regime than combinations of all other network elememts. This portion of

the propoaal 1acks any stanutory or jadicial foundstion:



e The statute, the FCC, and the Eighth Circuit have all clearly stated that section 251(e)(3)

of the Communications Acl permits a competitor to determine which combination of
actwork clements it wishes to obtain, and section 252(d)(1) of that Act requires that those
clcmenis be non-discriminatorily priced on the basis of cost This element of the
proposal limits what cowbinations of unbundicd neiwurk clements competitors may
obtain on the basis of cost and is discriminating under Section 251(c)(3).

Further, the propoca! would specifically pcrmit Bell Atlantic to provide the unbundled
network clement known as & “multiplenca” at cither cost based priccs or at “the retail
price less the wholesale discount™ which would appear to violate the statutory scheme
established in section 252(d)(1) of the Communications Act.

THE STAFF'S PROPOSAL IS 80 VAGUE AS TO BE NO MORE

THAN AN UNENFORCEABLE “PROMISE TO PERFURM,” WHICH
GUARANTEES FURTHER LITIGATION AND UNCERTAINTY

The staff proposal is so vague and important rcspects as to be nothing more than a

“promise to perfarm” s tazk which is not ovon ressonsbly described. To statc just one examplc,

LCI notes on p.11 the following “cormmitment” by Bell Atlantic.

discriminatory? When will these terms be establighed?

In New York City, where the platfonm is not available for buginess customners,and
in other arcas where the platform bocomes unavailsble, BA-NY commits to
psuvide tcms for collocation which are more favorshle (o requeaitng canices than
those provided in the other arcas.  These include, at the option of the requesting
carrier, smaller collocation cages, sharing of collocation cages, non-cage physical
collocation, and reasonable recombination of clancuts through viral colloction

What arc icrms “more favorable™ to requesting carriers? Why is this considered non-

i
LCT believes that these and other problems in the documeat demonstrale why the

|
standard procedure set forth m Section 271, of & final application filed by an RBOC, judged by

the atate commission, filed with the FCC, commented mpon by inkcrested paxties within 30 days,

commented upon by the DOJ within 30 days, with a decixion by the FCC within 90 days, is the

apprupriate and indeed only workable method for judging the complcx fscts which arc inherent

in attempting to inject competition into heRBOCs network.



V. LCI REITERATES ITS REQUEST, RASED ON THE FACTS SKT FORTH
 HERE, THAT THE COMMISSION HOLD GENUINE EVIDENTIARY
HEARINGS ON THE STAFF’S IMPORTANY NEW PROPOSALTO LTMIT

AND THEN TO TERMINATE TRE UNE-PLATFORM

LCI bereby renews irs motion for evidentiary hearing on a full record, bascd on the
catensive evidentiary facts it has been able to guther and prescut in the five calendar days since
reveiving the staff's proposal on the maming of March 18, 1998. These issues org critical fo
competition in New York and mstionwide LC] believes the staflf aad DOJ are proceeding on
fundamcntal fallacies as 10 the exient and avasishility of facilities-based competition These need
to be openly aired and litigated befors a neutrsl body, as the due process clause of the United
State Comstitution requires, LCI belicves that the Comision'i sdwmirable record in ofher arcas,
when it is followed notice and hearing procedurcs show a sgong oced for that tradilional process
to be followed with the new proposal from the staff, first tn drastically lionit and then to terminate

the availability to competitors of the ali-importaat UNE-Platform,

onrens [t 29, 1777

Respectfully subnmitted,
VBl e £ foi
% Rocky N. Unruh Anne K. Bmgnmn

Morgenstein & Jubclirer President ‘
One Market Local Tmm Division
Spear Sirect Tower, 3204 Floor LCT Intcmational lplwomCup
Sam Francisco, CA 94105 8180 Greenshoro D, #800

(415) 896-0666 McLean, VA 22102

(415) 986-5592 (fax) (703) 610-4875

(703) 6104878 (fax)
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NEW YORK STATE
PUBLIC SERYICE COMMISSION

Petition of New York Telephouns Conpany for
Appraval of s Suweescas of Gemerally Aviilable

Term and Cosditisas (§ 253) amd Drat Filing of Casc No. 97.L-077)
Pexition for IntalATA Enny (§ 271)

AFFIDAVIT OF TIMOTHY 1. BURKE

1, Tirnothy J. Burke, being duly sworn, do heredy state:

1. 1 am currently employed by LCI Internatioaal as Director of Network Planning in
the Local Services Division. ] have over fifieen yeare experience in the telecommunications
industry and bave worked i various positions within network planning, cagineenng, and
network operstions. Having worked for NYNEX for simost fougteen years, | am intimately
familiar with end offices m both New York City and upstate New York. | also worked for
the wireless subsidiary of NYNEX for six yesrs. At LCI Intemnational, | am primarily
respouasiblc for cvaluating facilities-based straregics to provide local services. | am also in
charge of negotisting interconnection agreements with Incumbent Local Exchange Carriers

Exhibit & to LCI's m::

|
|



Section ]

Competitive Local Exchaage Carriers (“CLECs™) today do 8Ot serve the majority of

New York City’s business customers aad the vast majority 8f New York City’s

resideatial customers, and there is uo reason to expect this to change ia the future.

2. Competitive Local Exchange Catriers (“CLECs™) today do aot serve the majority
of New York City's business eustomers aad the vast majority of New York City's residential
customers. The gvailsbie empirical svidence suggests that facilities-baged CLECs have focused
their facilities development in end offices located in commercial districts with a significant
number of large businesses.

3. Based on information provided by Befl Atlantic Network Services on March 5,
1998, collocation has been implemented oaly in 31 end offices throughout the s2ais of New
York (serEx. A). I asswne conservatively that CLECs are collocated in al] 31 ead offices.
Twenty-six end officcs with collocation are in LATA 132, wmeh covers the New York
metropolitan area. This feaves over 160 end offices in LATA, 132 with no colloeatian.
Assuming that 70% of switched access lines in Manhsttan andI 35% (state-wide proportion) of
:wiu:hdmlimehwhutinﬁcLATAmbuﬁmﬁnlfl.mw million business lines
(63%} and over 3.5 million residential lines (78%) in the LATA can be scrved only by Bell
Atlantic-New York ("BA-NY™). Thaemmmmbandm 1996 ARMIS data that divides alf
switched access lines in the stats of New York by end office (sew Ex. B).

4. Even within New York City, the coverage provided by competitors collocared in
BA-NY cud offices is minimal. Of the 76 end officss in New [York City, thers is ooliocation by
CLECs in only 15 end offices. Over l.Smiﬂionlmsinas)inT(SG%)demmiumsidmﬁd




lincs (75%) in New York City are served aut of end affices where there is no collocatioa by sy
CLEC. |

5. mmmhhmwnwmmmoruum
officas iti Manhartan, all of which arc south of 59" Siree and in high-end business districts or
high-income residantis] aregs. Emﬁ&mwwvﬁ?m«ommwom
ﬁnaﬂﬂ)dMuﬁd&ﬁﬂM(ﬂ%)thoﬁmﬂkam
collocarion at alL Most CLECs are cogcearrared in a ‘ofcndoﬁmiuNwYorkCity
(13) and have virtually no nctwork presence outside Manharan,

6. Mostof the end offices in LATA 132 ouside Manhartan listed by Beli Atlantic as
eouocaﬁousitsmm\danoﬁeﬁ These locations may nol be used by CLECS to provide local
servicet but rather to take advantage of cost-cffective nnkmlg and interconnection to BA-NY's
mummmofﬂ i

7. In LATA 132, roughly 60% of LCT's ial customers urs served by end
offices with no collocation at all Almost half of the business lines of LCI comercial customers
fall within end offices where oo CLEC is collocated.

2 ThmofnCLFx:inagivmmdomcegﬂymmmmm
sqmmofmemdoﬁummdb'bcmdbyﬂ:‘cm Most CLECs do not have
dqmwﬁormnwwmammﬁoﬂnminhmd
affices where they are collocated. hd:eNewYmkmlh!nmCL.ECsmmat
least 50% utilization of installed switch capacity bat they E:mmasaunypem:m.nn:-mlmu
two percent (2%) of switched business lines. ThamisthumeCLECsm
targeting high-volume customens, including Interaet Serviee ! who sencrate
considerable terminating traffic that yiclds reciprocal ion dollars. The low market

K1



share of CLECs together with high swiich utilization means that CLECs will hava ta make
sig:ziﬁcix;; addmaml capite! investments in swiching, tm‘upon. and back office systems 1o
support a sufficiently large customer base that peses 2 competitive threat ta BA-NY in the local
market.

9. Forthe reasons s farth ot greater length in Saction IV bolow, parsgraphs 27
through 38, it is unlikely that existing CLECs will expand their networks or new CLECs will

build networks 1o serve small-business customers and residentizl customers.

Section
Economically and techaically, BA-NY's Extended Link affering is not an
adequate substitute Jor the collocation-hased strategy to deliver locsl telephony
services 0 small basinesses and residential customers.

10.  Economically and technically. BA-NY's Extended Link offering docs not correct
the problems with a callocation-based strategy 10 deiver local telepbony services 1o small
businesses and residential customers for the following reasons.

1. The &mmm:mmuwmmﬂechm for transport from the
cod office serving the unbundled Joop 10 cither a CLEC's hub end office (where it is collocated)
or its switch location. t

12, BA-NY’s most receat Extended Link proposal imposes over $27 per line per
month (based on statewide average distance), making it virtually impossible to serve the average
customer. Mdhghalmuwofwmnmmmeﬂwcnnofm office systems,
and the allocated adminiserative and overhend expenscs, lCLBiCGould prbﬁlﬂ:ly provide local

i ) i §
service amag Extended Link only to cusiomers who generate monthly revennes in excess of $100
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per linc. This eliminates the vast majority of smal] businagses and virtually all retidential
OUSIUKI‘“ 1 8
13.  With average (distance-insensitive) pricing,only high-revenue customers could be

profitably sorved by Extended Link. Small businesses andresidenual customers will emjoy Ulttle

i
choice in the [ocal market With de-avermged (dimcc-eariﬁvc) pricing, & CLEC wiil deploy 2

facilities-based strategy using Extended Link only 10 serveicustomers located in end offices close
facilitics strategy, 3 CLEC will

to its hub end office or switch site. As with the collocati
find that the business case for the provision ofbalmieTﬁth Extended Link is justified only
in areas with a high density of high-usage customers withiz aéxu;:mablcdimofitshnb
(collocation site). Once ayain, small businesses and reside al ﬂimommﬂll remain uncerved

by CLECs.

14.  Bell Atlantic has taniffed the Extended Link@arvice for well over a year, The fact

that no carrier has yet to order the service strongly suggestagh the offering is not economically

viable.

15.The Extended Link product severely compromis ity of service that s CLEC
can provide, placing the CLEC al a competitive dise:
a physica] extension of the lacal loop from the originating e

its switch site. Techniraily, an anajog signal will be convegled toja digital cue, the digital signal

The Extended Link is essensially

T to efther the CLEC's hub or

will be MUXed a1 least once (most likely two or more tin ed st least onoe (noat
hkely two ot more times), and finally the digital signal will ruTmmﬂbanmbgnne.
This process could decreasa the quality of the ariginal voicaisignal It will increase the

provisioaing sad activation intcrval and also increase the rigk of service ottage. Finally,

isolating the source of trouble when a line is down will requ




cunsuming. and expensive sectionalization and testing procass. It is unreasonablc and unwisc as
2 maner of public policy 10 impose the costs of such complexity of customers who arc rcliant on

the CLEC's dial 1ane foc making 911 emergency calls.

Section IT1 |
Relisuce on facilities-based CLECs as 3 Carviers’ Carrier is aot a viable option
for providing locsl services to either business or residentis] customers.

16 Reliancs on facilities-based CLECs a5 2 Camws Camier is not a viable option far
providimg local services to eithar business or residential customers for the following reasons.
The most mature CLECs (MFS and TCG) bave bee acquired by Interexchange carviers
IXCs™) (WorldCom and AT&T) with internal needs ﬂong-dutm and ISP services) far
exceeding the capacity ot cither MFS' or TCG's local netwmk& Strategically, an IXC has
minimal motivation to serve a competing IXC with s IMWWL This is different from
wholesale sales of IXCs® long-distance networks that have ‘m:hsnntid excess capacity and
competition for wholesale sales. Instead, extreme Wty charactesizes CLEC local
. mwmkgwﬁchmmemmmﬁnghmuulﬁmwmm Given the
| the ease for the foresceable

expensc and time required to build jocal networa, this will:
futae.

17 Most CLECs alao have retail operations thar conflict with potential wholessle
progrums. Sales charmel conflicts between the retail and divisions of CLECs are
difficult to manage. For examplc, when a CLEC adds a now -premises building oa its

fiber network, its retail ann almost immediately follows with a marketing blit2 that for




all practical purpases eiiminates the possibility of resalc to customers in the building by any
whales%ié customer of the CLEC, such as LCL

18.  LCl spent considerable time and resources nepatiating with une of the nation’s
most mature CLECs only to discover that the CLEC’a prime motivation for offcring resale at an
appecaling wholesale price was to obtain LCI’s dedicated m business. The CLEC ultimately
retracted its original wholcsale prices when it analyzed the retail margans it would forego by
putting wholasale services an its scarce and cxpensive local assets (switch, fiber, collocation
cages, digital loop carrier line cards). L

19.  Since Msy 1997, L.CI has ancmpted to jatc wholesale coniracis with a
number of CLECs. This project has been my resposibility .T: lats July 1997. 1 have

st

contacted virtually every CLEC and have jearned that not a single CLEC has eatablished

I
functional wholesale divisions to suppost potential resellers. Although some have wholesake

divisions in name, they have neither dcveloped the processes

personnel] required ko support wholesale operations. None have developed marketable wholesale
products.

20.  Two other CLECS that solicited LCT’s local
havetincer-dndedﬁ;eiroﬂcs. Nsither has perfected the
their own retsil operations. Both claire significant defects in
of unbundled Jocal loaps. Problemt associated with loops mx magnificd when a
CLEC ocders large mumbery of wnbundied jocal loops. The
number poctability also impedes successful marketing so existing BA-NY customers.

21.  Further, no CLEC has yet to offcr wholesals
profitable margigs. This is 30 becanse CLEC resale involves
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administrative cxpeascs than both long-distance and BA-NY local resale. To conduct CLEC
resale, I.Cl must hire additional [icld support staff 1o survey the customer site and to coordinate
the cutover from BA-NY's network to the CLEC’s network. LCI must also develop new saies
tools geared at targeting custumgws served out of end offices where the CLEC is collocated. LCU
must invest significant rcsources fo traia billing, provisioning, wid customer-support stal o
enable them to develop the systems necessary to suppoit CLEC resale. Such sysiems must then
be built and implemented. Given higher administrative and overhead costs associated with the
provision of local telephony services, particularly since most installations involve manual
conversion of lines to aCLEC'smahmcnquimddimshonldbewmmghummboth
long-distance and BA-NY local wholesalc discounts to makc:CLEC resalc minimally profitable.

22, If LCl desires to bevome a reselier of CLEC scvwes, it will have to invest in new
billing snd provisioniag interfaces to the CLEC. Since sepantc interfaces will have to developed
for cach CLEC with which LCT has 2 resale atrangement, I.Czlcannottlkcndvznugeofany sesle
economies. The need for separate backoffice systems forech CLEC makes CLEC resals
unappealing, especially since the two CLECs with nationwide covarase (MFS and TOG) were
acquired by IXCs,

23. mﬁmimdcwmgeofm&emmabi&eliﬁnmmm“
an opiion 1o serve most small businesces and mdmnalcuﬂnan In all cases, L.CI would have
to Tesell both CLEC and BA-NY scrvices in every market to its customner base, since, as in
the casc of LATA 132, 60% of LCT's long-dismnce customery cannot be reached through CLEC
resale.

24.  The situation for lessing CLEC local facilities {s cven wone. The majority of

MWM&&O&M%M&W«O&FMMM




Only the most cash-starved CLECs have been willing to discuss with LCT the sharing of
colbci(-ibn facilities and switeh partitioning. Doubts about the financial viability of these
CLECs make such arrangements highly risky. Further, switch oquipment vendors' softwarc and
hardware are not cwrently adapisble to partitioning, since these vendors have httic incentive to
offer such a feature to their customers. | ;

25, To the best of LCI's knowledge, not a single lfacﬂiﬁu-hsed CLEC has yet
genciared sufficient volume of business to justify ﬂ:eumvmm!sby revenue, when
mnmmmm@ofurmaahimxmﬁmrsmmmmm This is
mbxammhndlmmmwawmutiam:upﬁumiwmmmt is

required to construct a Jocal network. Aﬂcrﬂlatinvettncnt*nude.cusmmhavetobesold

and moved to the CLEC nctwork ome ordes at a time. The .ukﬂnucbusimis
accordingly volume-based, with volume alone generating the|revenucs to pay back the
investment in the nctwork. While the network is an upfront cost, the volume of customers
needed to pay for it ¢an be geucratad anly slowly, over time.

26.  Given ihs high debt load of most faciliti CLECs and the lack of

,bcompzdimdmbdnghmgmbyno&ucnﬁ&usm premium. No long-wan business

small business customers or s camriers’ camier wholesale ion. The fact that BA-NY has not
buils & facilities-based CLEC outsida ity bome region ( ially in adjacent markets such as

Connecticut and Rochester) also suggests that only & buy-out jusilial_hehugee:piul

mvestment of building a local wireline network.




Section IV |
Theexpuuuddmemq-irdubnildalm{whlincnmkmu
that existing CLECs are galikely bmdlhdl“mbud pew CLECs
are unlikely to build networks to serve most small-busincss and
residentis! customers in the foreseeable fature.

27. Thc expense and time required to build a loca) wireline network meang that
CLECs are unlikely to sither build new nctwarks or expand existing oncs $0 serve most nall-
business and residentia) customers in the foreseeable future. [This is so for the following reasons.

28.  The provision of facilitics-based competitive local relephony services requires
mare than purchasing snd achvating a2 local switch. The capital cxpenditures associated with the
purchase and activation of a local switeh are less than twenty|pereent (20%%) of the total upfront

capital cxpenditures roquired to build a loval oetwork.
29. A CLEC considering a facilitics<based

capital casts associated with (1) the collocation cage at each énd office frora where the CLEC
imends 10 provide sexvice; (2) the digital loop carrier clectro: njc equiptoent that mmust be installed
zat (3) the fiber ring that is necessary
cage back to the swiich; (4) the

2t each cod office to convert analog signalt to a digite) &
for cansmisyion of dara and voice signels fram the collocation
electronic equipment asvocisted with (e fider ring and other Ieasad fiber: and (5) the ancillary
systems required for billing, provisionng, testing, and cnstony . sarvice. These cosis assume the
nerwork configuration that CLEC such as MFS and TCG have employed in most cities.
30.  Thecost of providing facilities-based Jocal services also includes the monthly

recurring charges for unbundled iocal loope from the custom ot premiscs to the collocation cage,

and the casts of any nghts-of-way and space (¢.g., collocation 5
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3L AME&MCLECMIEOMMM«!:I“Mofﬁbutmnlwd
&wnBA;NYt}utisnecasrymauynrﬁcbememitssd:iwhmdéthetthemdommwm
it is collocated or the customar premises. Al CLECs relya%BA-NYtosomcextuuinmdaxo
carry &raffic 1o and from their customers, Therc are no truly fedundant cod-to-end local wireline
networks in service today. N

32. A few CLECs with microwave spectrum vse this technology 10 minimize the
oosts assuviated with leasing fber and collocation cages. service delivery method, however,
requires line-of-sight between the customer premises and the switch loeation (or meermediate
huh)o.ﬂd&eam&mﬁmhiom(l&mﬂm)uﬂn)rﬁﬂzwd2dﬁmmwng
used for CLEC transport. Additionally, obtaining roof rights for microwave dishes is becoming
increasingly difficult and expensive in urben arcas. Where line-of-aight, distance, ac roof rights
arc binding constraints, even these CLECa must lease fiber from BA-NY to canry their
wafhic

33.  Lins-ofcight miarowavc communications is ngt tectmically feasible in most
suburban and rural arcas because of the tack of mil buildings, gnd terrain (trees and hills). A
large market segment of saall business and residences in offics parks and suburban arees will

34. CLECs that have also built Competitive

Provider ("CAP”) networks (fiber
directly 10 large customer premiscs) do not require col
premises the fiber passes. CLECS typically huild CAP
scganent of access to custormer preynisces from the street is
emses. Building owners and managers often either 6o not allow CLECS access to their buildings

or charge » significant fee for access.
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35. A collpcation-haced facilities strategy mahes:&nincu sense valy if service is
pmvudcdﬁ'om end offices with a large number of potential customers marked by high usage. In
other words, such a strategy is ecouvmically sensibic only in end offices that are located ta
commereial districts with a significam number of large- and medium-sized businesses This

basic fact explaine the lack of enllocation cages in the maj of end offices in New York City

and elsewhare in the state (sez § | 2above). Altarmatively, CLECs can and do lcase T1 and DS-3
facilitics from the I1LEC to comnect a customer’s building 1o the CLEC's switeh. This scrvice

delivery method requires some customer premites equipment (“CPE™) owned and served by the
CLEC such as digital loop cattiers. A significant quantity o lines and usage is
requiced o justify the monthly lease costs of the transport facility, the capital for the CPE, and
the ongoing mainteasncs of the CPE. The calculus is by the ability 1 purchase

switching from BA-NY a3 an unbundled network element, ss|long as collocation is required.

Section V
The economirs of local wiretine networks is lnhereatly different
from those of lang distance aud local wi networks.
36.  The economics of local wircline networks is i different from those of
loag-distance and local wireless networks for the following The development of

competitive long-distance and Ioc:lwinelulwwo&sovclhlhﬁ 1§ years does not mean
compatitive local networks will aleo proliferate.
37. MtayLoedAeomandTnnspmt\Nus('LATAs“)ixllhecmyhveonlym

OLEC access tandem. 1f this is the case, long-distance carriexs pnly becd o pick-up or drop-off
)
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